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I. Executive Summary 
 
Billions of dollars of tax breaks are about to expire for both businesses and families.  Congress 
is actively advancing a package of more than $400 billion worth of tax credits for some of the 
nation’s largest corporations,1 but tax breaks for families should also be part of that package.  
Critical parts of the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC), tax credits 
that boost wages for low- and moderate-income working families, are set to expire soon.  If they 
are not renewed, more than fifty million low-income Americans – including 25 million children – 
could see sharp cuts in their income, making it more difficult to make ends meet and, for some, 
triggering a fall into poverty.2  
 
Families and communities in Texas have a lot to lose if key provisions in these tax credits 
expire.  Children and families will be pushed into poverty, full-time workers will lose tax credits, 
and Main Street businesses will suffer.  
 
In 2017, three key tax provisions for working families will expire.  First, married low-income 
workers will be subject to a larger marriage penalty.  Second, families with three or more 
children will see their tax credits cut.  Finally, families that earn between $3,000 and $14,600 – 
including full-time minimum wage workers – will lose access to key tax credits that help with the 
costs of raising children.3  If these provisions expire, sixteen million people will be pushed into – 
or deeper into – poverty.4  
 
These credits are important to Texas families that work hard every day to make ends meet.  Tax 
credits targeted at working families encourage people to get jobs and to stay in those jobs.  The 
credits help people raise their earnings, help them pay for childcare and other expenses, and 
help lift families out of poverty.  Tax credits also strengthen local economies as families put their 
dollars to work close to home in community businesses.  If these tax credits expire, working 
families in every state in the nation will be harmed.  This analysis focuses on the impact of 
expiring tax credits in Texas, discussing in detail the impacts of these tax credits in the three 
largest metro areas in the state.5  A complete set of figures for all metro areas in the state is 
included in Table 1.   
 
Key findings of the report include:   
 

1. Tens of thousands of Texas families and children are at risk of losing tax credits.  
Statewide, 1,498,000 families and 2,925,000 children are at risk of losing tax credits if 
key provisions in the EITC or CTC expire.  The expiration of these tax credits could push 
1,830,000 people – including 915,000 children – into poverty in Texas alone. Estimated 
losses by region include:  

 367,000 families and 716,000 children in the Dallas-Fort Worth-Arlington metro 
area 

 338,000 families and 661,000 children in the Houston-The Woodlands-Sugar Land 
metro area 

 127,000 families and 248,000 children in the San Antonio-New Braunfels metro 
area 

 168,000 families and 328,000 children in non-metro areas of the state.6  
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2. Cuts will cost middle- and low-income families with children the equivalent of 
months’ worth of groceries, utility bills, or car repairs.  If the tax credit provisions 
expire, the average Texas family that currently receives the benefit will lose about $1,030 
a year.  That’s enough for a single mother with two children to buy about eight weeks’ 
worth of groceries, cover the cost of needed car repairs, or pay about three months’ 
worth of utility bills.   

 
3. Cuts will hurt the Texas economy.  Statewide, the expiration of these tax credits will 

mean a loss of $1.5 billion that would have been spent in local businesses, helping to 
create jobs and drive economic growth throughout the region.  Lost tax credits by region 
include:  

 $378.1 million in the Dallas-Fort Worth-Arlington metro area  

 $349.1 million in the Houston-The Woodlands-Sugar Land metro area  

 $131.1 million in the San Antonio-New Braunfels metro area  

 $173.1 million in the non-metro areas of the state 
 

4. Expanding the Earned Income Tax Credit would help 794,000 Texas families and 
individuals, and boost the local economy by another $496.6 million.  In addition to 
preventing the expiration of important tax credits, Congress has the opportunity to go 
further and expand the EITC for low-income workers.  Estimated benefits by region 
include: 

 184,000 workers in the Dallas-Fort Worth-Arlington metro area (providing another 
$115.0 million in benefits) 

 175,000 workers in the Houston-The Woodlands-Sugar Land metro area 
(providing another $109.2 million in benefits) 

 72,000 workers in the San Antonio-New Braunfels metro area (providing another 
$44.8 million in benefits) 

 92,000 workers in the non-metro areas of the state (providing another $57.8 
million in benefits) 
 

In addition, the maximum tax credit for the Child Tax Credit has not been increased 
since 2001 and continues to lose value each year.  If Congress indexed this credit for 
inflation, the size of this benefit would keep pace with changes in the economy and 
the benefits both to families and to different regions in Texas would be significant. 
 

II. Introduction 
 
Tax credits like the EITC and the CTC encourage work and raise earnings.  They are restricted 
to people who work and designed so that the size of benefits grows with earnings.  As a result, 
they have a powerful effect on the incentive to work: refundable tax credits for workers increase 
recipients’ participation in the labor force, result in higher earnings for low-income families, and 
reduce income inequality.7   
 
Children experience lasting benefits from working-family tax credits.  Children in families that 
receive these credits are more likely to be born healthier,8 to score higher in math and reading, 
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to enroll in college,9 and to earn more as adults.10  
 
The combined effects of the EITC and CTC lifted 9.4 million Americans out of poverty in 2013.  
Five million of these Americans – more than half of all those lifted out of poverty – were children.  
Credits also reduced the impact of poverty for 22.2 million more people, including 8.1 million 
children.  The EITC and CTC do more to lessen the impact of child poverty than any other 
federal program.11  
 
In 2009, as families continued to feel the ripple effects of the financial crisis, lawmakers took 
important steps to strengthen the EITC and the CTC to offset some of the impact of the 
recession on working families.  Lawmakers raised the earnings threshold at which the credit 
begins to phase out for married couples so that low-income workers wouldn’t be penalized for 
being married.  Recognizing that larger families face higher costs, lawmakers also increased the 
maximum credit for families with three or more children.  Finally, Congress lowered the earnings 
threshold for qualifying for the child tax credit from $12,500 to $3,000 to help lower-income 
families.  If this provision expires, the earnings threshold would rise again to $14,600, which 
would mean that the lowest wage workers could not qualify for the credit.  These tax credit 
provisions have been extended twice, in late 2010 and then again in the 2011 “fiscal cliff” deal, 
but they are set to expire at the end of 2017 if lawmakers do not make them permanent. 
 
If current tax credits expire, millions of low-income working families will pay the price.  About 65 
percent of families facing loss of tax credits include at least one full-time, year-round worker.12 
Specifically, if Congress does not extend these tax credits: 

 

 Low-income workers who get married will be subject to a larger marriage penalty. 

 Families with three or more children will see their benefits cut. 

 The lowest-income families would lose access to child tax credits.  
 

In reviewing tax credits, Congress also has an opportunity to expand the EITC for the only group 
of workers pushed further into poverty by federal taxation: workers without children.  When 
working full time at the minimum wage, these workers receive a miniscule credit (about $23), 
which is far exceeded by payroll taxes and other taxes they pay.13  Bills now under 
consideration in Congress would expand eligibility for the EITC to a larger group of childless 
workers and would also increase the size of the tax credit they can claim.14  Many of the workers 
benefiting from these changes, which also lower the age eligibility for the EITC from 25 to 21, 
are young adults.  Boosting the economic prospects of young workers would mean developing 
more economic security earlier in life and providing an economic stimulus to the communities 
where they live.  
 
Despite increases in the cost of living, the Child Tax Credit has not changed since 2001. 
Congress could index the size of this credit, which went to about 2,071,000 families in Texas in 
2013, in order to ensure that it keeps pace with changes in the economy.  Bills now in Congress 
would help many of these families by ensuring that the size of the credit keeps up with the cost 
of living.15  



MIDDLE CLASS PROSPERITY PROJECT 
SEN. ELIZABETH WARREN & REP. ELIJAH E. CUMMINGS 

 

5 

III. Methodology: 
 
This analysis focuses on the impacts of expiring EITC and CTC provisions in Texas, and 
includes – for the first time – estimates of the impact in each Texas metropolitan area.  
Metropolitan area estimates of the number of families and individuals benefiting from expiring 
EITC/CTC provisions, as well as from expansions to the EITC, are derived from state-level 
estimates produced by Citizens for Tax Justice and IRS tax data made available by the 
Brookings Institution.16  Many metropolitan areas cross state boundaries.  This report includes 
data on all residents of all metropolitan areas that include any part of Texas. 

IV. Findings 
 

1. Tens of thousands of Texas families and children are vulnerable to cuts in 
antipoverty tax credits.   
 
In Texas, 1,498,000 families and 2,925,000 children are at risk of losing tax credits if key 
provisions in the EITC or CTC are allowed to expire.17  The expiration of these tax credits 
could push 1,830,000 people, including 915,000 children, into poverty.18 
 
Expiring provisions in the EITC and CTC will hit about 367,000 families and 716,000 
children in the Dallas-Fort Worth-Arlington metro area, about 338,000 families and 
661,000 children in the Houston-The Woodlands-Sugar Land metro area, about 127,000 
families and 248,000 children in the San Antonio-New Braunfels metro area, and about 
168,000 families and 328,000 children in non-metro areas of the state.  
 
The CTC expiration would affect the greatest number of families: approximately 253,000 
in the Dallas-Fort Worth-Arlington metro area, 232,000 in the Houston-The Woodlands-
Sugar Land metro area, 83,000 in the San Antonio-New Braunfels metro area, and 
112,000 in non-metro areas of the state.  Our analysis also estimates 171,000 families in 
the Dallas-Fort Worth-Arlington metro area, 163,000 families in the Houston-The 
Woodlands-Sugar Land metro area, 67,000 families in the San Antonio-New Braunfels 
metro area, and 86,000 families in non-metro areas of the state will be impacted by 
expiring EITC provisions.  
 

2. Cuts will have a significant impact on middle- and low-income families with 
children.   
 
If tax credit provisions are allowed to expire, Texas families that receive at least one of 
the benefits will see their income drop by an average of about $1,030.19  Family income 
will drop by an estimated $1,030 in the Dallas-Fort Worth-Arlington metro area, $1,030 
per family in the Houston-The Woodlands-Sugar Land metro area, and $1,030 per family 
in the San Antonio-New Braunfels metro area.  Families in the non-metro part of the state 
will lose about $1,030 per year. 
  
The average income lost by Texas families when these tax-credit provisions expire is 
enough for a single mother with two children to buy about eight weeks’ worth of 
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groceries,20 cover the cost of needed car repairs,21 or pay about three months’ worth of 
utility bills.22 
 
Expiring provisions in the CTC will have the biggest impact, causing an estimated 
average income loss of $1,080 per recipient family in the Dallas-Fort Worth-Arlington 
metro area, $1,080 per recipient family in the Houston-The Woodlands-Sugar Land metro 
area, and $1,080 per recipient family in the San Antonio-New Braunfels metro area.  
Recipient families in non-metro parts of the state will lose about $1,080. 
 
Cuts to the EITC alone will mean an estimated average income loss of $600 per recipient 
family in the Dallas-Fort Worth-Arlington metro area, $600 per recipient family in the 
Houston-The Woodlands-Sugar Land metro area, and $600 per recipient family in the 
San Antonio-New Braunfels metro area.  Families in non-metro areas of the state will 
lose about $600. 

 
3. The Texas economy will suffer if tax credits expire.   

 
Working families who receive refundable tax credits create jobs in their communities – 
more jobs than most tax credits or cuts because the income from these tax credits tends 
to be spent immediately by those who receive them.23  EITC recipients spend half of their 
refunds immediately on items like car repair, furniture or appliance purchases, or child-
related costs, funneling money into local businesses.24  
 
Statewide, our analysis finds that the expiration of these tax credits will mean a loss of 
$1.5 billion in money that otherwise would have been spent in local businesses, helping 
to create jobs and drive economic growth in the region.  It will mean lost tax credits worth 
approximately $378.1 million in the Dallas-Fort Worth-Arlington metro area, $349.1 
million in the Houston-The Woodlands-Sugar Land metro area, $131.1 million in the San 
Antonio-New Braunfels metro area, and $173.1 million in non-metro parts of the state. 
 

4. Expansion of the Earned Income Tax Credit could help 794,000 Texas families and 
individuals, and provide $496.6 million statewide in benefits.25 
 
In addition to preserving the current structure of refundable tax credits targeted at 
working families, Congress should go further and expand the EITC for workers without 
children.  Currently, even when working full time at the minimum wage, these workers 
receive a very small credit (about $23).  Because these small EITC benefits do not offset 
the cost of federal payroll taxes, childless workers are the only group of taxpayers that 
the federal tax system pushes deeper into poverty.26  Children also benefit from this 
expansion of the EITC.  Proposals lower the age eligibility for the EITC from 25 to 21, so 
many workers who would receive the tax credit are young adults.  Additionally, boosting 
the economic prospects of young workers means they are better able to pass on these 
advantages to their children when they become parents, as well as contribute to 
economic growth for all in the communities where they live. 
 
Expanding the EITC for childless workers could help 794,000 Texas families and 
individuals, and provide $496.6 million statewide in tax credits.  The Council of Economic 
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Advisers estimates that a substantial portion of the workers benefiting from this type of 
EITC expansion would be African-American and Latino men, particularly those without a 
college education.  Expanding the EITC would also encourage labor force participation in 
these groups, which were hard hit by the recession.27   
 
Our analysis finds that this expansion would benefit approximately 184,000 workers in 
the Dallas-Fort Worth-Arlington metro area (providing another $115.0 million in benefits), 
175,000 workers in the Houston-The Woodlands-Sugar Land metro area (providing 
another $109.2 million in benefits), 72,000 workers in the San Antonio-New Braunfels 
metro area (providing another $44.8 million in benefits), and 92,000 workers in non-metro 
areas of the state (providing another $57.8 million in benefits).  
 
Even the modest benefit expansions proposed by bills now under consideration in 
Congress would go a long way toward helping workers make ends meet.28  Childless 
workers in Texas would see an average tax credit of $630 from an EITC expansion, 
which would pay for about nine weeks’ worth of groceries or about two months’ worth of 
utility bills.29 

 
Finally, indexing the maximum size of the Child Tax Credit to inflation would ensure that 
this benefit keeps pace with the economy.  In Texas, about 2,071,000 families received 
the low-income part of the CTC in 2013, but the maximum value of this credit (currently 
$1,000) has not changed since 2001 and continues to erode in value.  

V. Conclusion 
 
Texas families work hard every day to make ends meet.  The Earned Income Tax Credit and the 
refundable Child Tax Credit help families put food on the table, buy school supplies, and pay 
monthly bills.  Evidence shows these tax credits also produce lasting health, education, and 
earnings benefits for families and children.  Tax credits strengthen local economies as families 
put their dollars to work close to home in community businesses.  
 
Families and communities in Texas will be hit hard if key provisions in these tax credits expire.  
Children and families will be pushed into poverty, full-time workers will lose tax credits, and Main 
Street businesses will suffer.  As Congress considers $400 billion worth of permanent tax 
breaks for corporations, legislators should also permanently strengthen and extend tax credits 
for working families. 
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Table 1: Impact of Preserving and Extending Tax Credits for Low-Income Families 
in Texas 

 
 

 
 

Metro Area

# of families 

benefiting from 

expiring EITC and 

CTC reforms

# of kids in 

these families

Total 

economic 

value $ 

(millions)

# of families 

and individuals 

benefiting 

from EITC 

expansion

Total 

economic 

value of EITC 

expansion $ 

(millions)

Dallas-Fort Worth-Arlington, TX 367,000               716,000          378.1              184,000         115.0

Houston-The Woodlands-Sugar Land, TX 338,000               661,000          349.1              175,000         109.2

San Antonio-New Braunfels, TX 127,000               248,000          131.1              72,000           44.8

Austin-Round Rock, TX 99,000                 193,000          102.1              47,000           29.4

El Paso, TX 66,000                 129,000          68.1                38,000           23.9

McAllen-Edinburg-Mission, TX 69,000                 135,000          71.4                39,000           24.1

Corpus Christi, TX 26,000                 50,000            26.5                15,000           9.2

Killeen-Temple, TX 25,000                 50,000            26.2                14,000           9.0

Brownsville-Harlingen, TX 36,000                 70,000            36.8                20,000           12.7

Beaumont-Port Arthur, TX 22,000                 42,000            22.3                12,000           7.5

Lubbock, TX 16,000                 31,000            16.4                9,000             5.8

Laredo, TX 24,000                 46,000            24.3                13,000           8.1

Waco, TX 15,000                 29,000            15.5                8,000             5.2

Amarillo, TX 14,000                 27,000            14.1                8,000             4.8

College Station-Bryan, TX 10,000                 20,000            10.6                5,000             3.4

Tyler, TX 12,000                 23,000            12.0                6,000             3.9

Longview, TX 12,000                 23,000            12.1                6,000             3.8

Abilene, TX 9,000                   17,000            9.1                  5,000             3.2

Midland, TX 7,000                   13,000            6.9                  4,000             2.3

Odessa, TX 8,000                   15,000            8.1                  4,000             2.7

Wichita Falls, TX 7,000                   14,000            7.4                  4,000             2.5

Texarkana, TX-AR 9,000                   17,000            9.3                  5,000             3.1

Sherman-Denison, TX 6,000                   12,000            6.6                  3,000             2.2

San Angelo, TX 6,000                   11,000            6.0                  3,000             2.1

Victoria, TX 5,000                   10,000            5.3                  3,000             1.9

Non-metro areas of TX 168,000               328,000          173.1              92,000           57.8
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